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COMMUNIST CHINA'S POWER 'POTENTIAL THROUGH 1957

THE PROBLEM
To estimate tha political, ecomomic, and military development of Commu-

nist China through 1957

COMCLUSIOMS

l. The Chiness Communizts' haye s
thelr long-range goal the developraent of
i Sovlet-style states in China, with Its own
bases of scopomic and military strength,
and deminant ln easton and soithern
Asin. To this end they will procesd, as
rapidly as possible, through the forced
end ruthless measures characteristic of

trative system, and develop the economy
to the extent feasible. The regime will
devole substantinl resporces to modern-
zing and strengthening its armed forces
as a power base for Its forelgn palicy.

2. Although the Chinese plans for eco-
pomie development are not known in
detall, it appesr that these plins com-
template an increase in total output In
1057 to 20-35 percent above the 1052 level,
Emphasiz {5 placsd upen increasing the
output of the modern industrial ssctor,
particularly heavy industry and trans-
port. Fulfillment of the regime's eco-
pornic plans depends upom Incressing

! Bxzepd whars otherwis indicated explicitly ar by
context, “China” and “Chinee” & woed here-
atler, refer fo Commanist China and the Chi-
fiebs Comamumisls

ugricultural putput while dgorously re-
stricting consumplicn so as o provide
the mesources nesded to support the In-
dustrial inmvestment and military pro-
grams. A large part of the capital goods
peeded o Fulfil] the program will have to
be obtained from the rest of the Bowlet
Bloe in return for Chinese exports. Avall-
able resources will have to be efficiently
allocated to ensure thal erucial sectors
of the economy, such as cransport, meet
the demands generated by Increasing
production.

3. Barring & major erisis or other un-
prediciable event, we estimate that China
will have attadned by 1857 & gross nation-
el product of roughly U3 332 billion, an
increases of 20-25 percent over the 1042
Agure. We cstimate that agricultoral
cutput will be about 10 percent higher
than in 1952, and the output of the med-
o industrial sector of the economy T0-
100 percent higher. The increases in in-
dividual industries (including transpor-
Lation) will of course vary widely from
this over-all rale of increase. Even by
1857, however, the Comumunists will only
have begun the modernimtion of China's
eogncmy. The country will a5 8 whole
remaln agrarian and underdeveloped.

T 1
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4. We believe that by 1957 the Chinsse
reglme will have increased Its adminis-
trative efficiency and have further tight-
ened §ks control over I8 people and re-
sources, but the regime will not have bean
able substantially to alter traditional eo-
cial patlerns or to obtain more than pas-
sive peceplance from the bulk of the pop-
wation. However, we believe that the
regime's abllity to direct and contral
China will not be significantly impaired.
Furthermore, we believe that the regime
will be able to master leadership prob-
lems that are likely to arise, even in the
event of the death or rellrement of Mao
Tee-tung,

5. The internal control and the interna-
tional power position enjoyed by the
Communist regime rest largely upon the
power potentlial of China's military estab-
* lishment, at pressnt the largest of any
Asian nation, We believe that the mili-
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and effectlveness during the period of
this estimate through the regime's pro-
grem of modernfzation and training
Sovietl assistance will continue to be es-
senbial to the fulfllment of this progran:.

6. We belleve China's dependence on the
USSH will not be significantly lesssnsd
during the pericd of this estimate, and
that maintenance of the alliance with
the USSR will continue to be & dominant
aspect of Chinas foreipn policy. The
Communist Chinsss regime will continue
to consolidate its political position, to
gain in economic and milltary strength,
and by 1857 will be & more powerful force
in world affairs than at present. Cer-
tain aspects of China's development will
be used to support claims that time is
on the Communist side in Asia. China’s
Inereased power and prestige will present
& challenge to the infiuence of the West-
erm nallons in Asia, and to the Asiam
leadership aspirations of India and Je-

tary establishment will gain in strength  pan.
DISCUSSION
L INTRODLCTION wreq approximately us large as the U8, Mexico,

V. Binca thelr ssvumpbion of power in 1948,
the Chiness Communbits have, with Sovist
assbstunes, bullk up & powerful milliary estab-
lishment. The Communists bave underiaken
& palitical and social revelution of wast pro.
portions, and they have virtually sliminated
effective oppoaltlon. They heave kargely re-
habllitated mnd eatailished captrol over the
country’s economy.

8. The Communist regime hes acoomplished
the faregoing in the foce of srioos obstacles
and af greab economic &nd humar emf. In
1549 the regime was confronted by widsspread
econamis disrupdion, and gesern) wearinpes ps.
sulting from 13 years of virtually coninoous
war. The regime hos had to impose it will
en 500,800,000 Chiness people and over an

and Alatka combined. ‘The bulk of the paople
ore [literate: eommunkcation mnd
koo faciiities are rudimentary or inadequate
in many srees Formidable problems muast
still be overcome before the Chinese resch the
ambitions goals sab by the regime,

. PRESENT STUATIOM BY CHIMA

8. The Chinest Communisd regbme has under.
taken b0 creste an lndusicialissd and milk
barily powerful state. Al presenl, the enesgie
of the regime sppear to be devoled to the
comsolidation and expansion of Chind's sco-
nomic #trength, modernization of military
forces, and the trnsformation of China'y
political and social structure, To thess ends,
the regime i creating & more effective admin.
biratlon of gevernment, inlensifying its con-

jn)cn-ﬂ"
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trols, and underiaking to eliminate ar meu-
tralize inelltations or individuals which stand

kri the way of ks goals,

Political Development

10, ddwvimistradion and leadership, The Chi-

ture I reserved for the All China People's Coa-
ETess, & body o be chosen by nabtisnal elec-

) and mx vice-
chalrmen. To bolster the fickon that the gov-
emment b & coalilion, three of the six vice-
chairmen ane “democTalic personages” repre-
senbing oiher political groops such as the
Chinese Democratic Laagues and the Kuomin-
tang Revolublonary Commikiee. The princt
pal ndmintstralive bodies — the Goverpment
Administration Counell and the Peopla’s Reve-
labionary Military Councll — are nominally
responatble o the Central People’s Govers-
ment Councll However, ginge the principal
members of the Polltbiuro mre alss members
of these sdminisizativa bodies, le authority
of W Cammunist party is brought to bear

directly upon the admintstration of the stats.
Declsiony made by the natlonal autharidy nre
Implemeénted iR eich of the administrative
regions of China by a regional organrizallon
composed of parly, povernment, and military
orgmrs. A gimfar pattern of Inlegrations of
party and government 1= repeated dewn to
latal gowernment level

13. Chiness lendership bs macked by the co-
hemlon wret gtabdlity of the party elite. The
Cotnmmanist lesders have been closely knik by
thelr common cxperionee In rovalullon and
war since the party’s founding In 1821, As in
any groop, howewr, thare have besn rivalries
for power In the past and some slmost cer-
talnly exisi af present FParty pronounce-
ments guch 83 the Febeuary 185 warning by
the Central Cummittee on existing dangers to
parly onily suggest the exbstence of differ-
ences and rivalries, and there are hinis of the
existence of U-defined abowt Liu
Bhac-ch'l and Chou Endal. There {5 no firm
evidence, however, af clearly eatablished fac-
bons among the upper echalons.  Thers have
besn 5o majer purges in the past 18 yeam

14, The preclss manner in which Soviek infiu-
Eﬂﬂﬂ'mhﬂlﬂh!‘l}'hﬁﬂﬂm
policles Is not known, The USSR apparently
treafs [ty Chiness ally with deference. Boviet
advisers almast cerfainly are o sontacl with
the highest bewel of Chiness parky and govern-
mint leadership, bat we do not bellsve that
these Boviet afckals Bige direct orders. W
belleve the TEER s able to exert Infuence gver
Chiness pofleles primarily by wirtse of their
commen jdeology nnd Chins's economile amd
military dependence on the USSR,

15, Podifical Comirols. The Communist re-
Elme hes vigorously and ruthlessty seb about
estabilishing polibical control over the Chinese
people. To oo this, it has employed & wids
urrey ef programs, mnglng from inducements
hnd patriotic sppeals o corcion and terror.

I6. The Chiness Cammiunists have developed
an elabarate system of peracasion, mvolving
soclal, economic, legal, and psychological
pressures, and the eperations of an extensive
hnd highly coordinated propagands sppa-
ratus. The Communists have sought ko In-
still In the pecple a sense of participation in

/359»"’
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10. However, much of e voluptary suppert
the reglme received in 1049 has been dissi-
pal=d. The reglme’s coercive measires have
cresfed an pimeaphers of fear among many
;;mnuﬂthmuﬂm. Muny Chimess

ve probably become nerensingly susploicns
that the U35R Is encreaching upon Chine's
soverslgnty, In some instances, strong sd-
verse reaclions have reaulted from attecks oo
religlous and teaditlonal fnstitations, In-

caused an adverse reaction among the
farmers. Dissatlsfacllon has arisen amonp
workers &5 a result of the fallure of real in-
come to rise. Merchants and petty shopkesp-
mmrﬂlnmﬂﬂh“qtm?ndw"m.
meni Diszatisfaction bas grown
mmlnmwmw"

T 4

a result of the drop In thelr lving standards

End of the regimew unseleniing pressure

i, However, such dissatlsfaction 3 now
exists in China has neliber the 3
the intensity, nor the physlcal means by which
to trnsform Itsell into efMeclive resdstance.

Economic Situation

Chioa's estimated gress nalbemel product of
spproximately US $37 billlon * 18 less than ome-
third of Boviet and about ons-fourtesnth of
UB GNP. China's per capita gross national
product af poaghly U5 354 ks about equal to
Ehat of India buk only about cos-quarter $hat
of Japan, While there are the beginnings for
& modern Industrial development the present
comirlbabion of the (ndustrial sector to totsl
output ks emall. The regime fuces & formida-
ble tnsk in achleving Iis long-term goal of &
modern ndustrislized ecopomy. To Acoom-
plish this, the Commuonlsts are developing
their crpunization for planning and for con-
tralling the ecomomy.

33, As in any planned economy, ihe oational
budget I3 the major sbroment for channsl-
ing resources to Implement the regime's pro-
grams. By 1852, the Chiness national budget
hied risen 5 about s third of the gross nation-
al product, & substantially lower proportion
than in the case of the USSR, The twa mast
tmpartant categories of budget axpenditires
during this perind have been military outlay
and capital investment (Ses Chart IT for
breakdown of the buedget)

21, In 1049, when the Communists undertook
the tesk of rehabilitating and expanding the
Chinese econamy after 12 years of warilme
disruplion, productlon wes extremely low.
At that time, the production of electric power
was only abaut two-thind's of the peak pro-
dizction under the Japeness, coal roughly two-

"Extlmubed based on 1657 dads are used penermily
Erhﬁiﬂlhut Chanpges girss 1983 are believed not

e iliered the goneral order of mageibsdes
or e relationchips,

W
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fifth'a, and finished steel about one-shith
(See Table L) By the end of 1052, the Chiness

Comeandlby Unks  1#30-bHl Peila 1§62
Weur-Guantty
Fod Girsins milim
et
kana LEaE e ni
Bt Power blllon
EwH I 1 ]
Crute Bies) e ks
mabsie
s 143 a i1
Crude OL Luliaar
Malsiz
L] LLLE) B 4
Coal milllem
Firte
bora el i L
24 The generel rise In domestle produstion

~
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motives, Larpely because of the Increassd
franspori demand and shorisges of rolling
slock, the mil aystem ks carrently operating
under congiderable strain.  Dnsbie measanes
are belrg employed to streteh present capec-
Iky by Intenalfying the utiization of eguip-

ment,

. Other forma of transport have played n
amaller part ln the reglme's program. There
is sdil] retatively Hitle motor trarmaport. Long
dlstanes medar transpory bas not beim fensl-
ble in moat aress bessiics of poor ponds and
ehartages of fuel Tranaport vis intand watar-
ways [3 not ollidsing the full capacliy of avall-
able shipping, apparently in part Becauss of
the mignificant change in the patiorn of trade.
Cargo funks make up the bulk of China's
Inland and cosstal water transporl ul.]:i.:m'..
though the Chinese ocean-going merchan

Beet of mlmﬂﬂﬂﬂﬂphﬂlﬂiﬂm—
tant part in coasta]l trade from Shanghad
northward. China is dependent oo oop-
Chiness shipping for almost &l of her acs-
barfie forelgn trade. Civil aviallon is Hide
developasd and has been used primarily as an
adjunet of military alr transpori, especinily
during the Horean War.

6. Although the Communisis have made
condlderable progress bn rebabilitating Lhe
Chiness econarmy, the basic pattern remaing
unchanged. Apriculture is s8H the primary
actlvity and per copita prodiation is atill how,
The major setor coniributions to gross oe-
onal product are shown In Ohark IV,  Moce-
over, the grogTephic concentrations of eeo-
momic sciivity within China rermafs subsien-
fally unchanged. (See Maop U et end of bext)

7. On khe other hand, the Communists hawe
made & majar change In the direction and
compesition of China's forelgn trade. 1n 1838
practically all of this rade was with countriss
not mow in Lhe Boviet Blee, while in 1553 the
Bovied Blee necounted for about 70 percent
of Chine’s forelgn trade. In Lerma of ocon-
stant dollars, China's tolal forsign trade n
1882 wma roughly the same an In 1938, How-
ever, imports in constant dollars wore con-
elderably bess In 1052 than In {980 when &
large import surplas was finsnced by Japa-

T
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Chart 4

COMMUMIST CHINA

GROSS NATIONAL PRODUCT
ESTIMATED PERCENTAGE CONTRIBUTION OF SECTORS

1952

AGRICULTURE
40m

MODERN SECTOR
(Manutacturing,
Minarals and Mobsllungy,
Modern Transponsatioa)

12%

TRADE,
PROCESSING,
HANDICRAFT,

NATIVE Tmargmmmr:

Tots! GNP —g37 billics
Par capita—ssa

13227 CIA, 5.84
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nest Investment In Manchuria. Importa of  regime rest langely upon the power potenitisl
ECIESUET goods I 1852 eopstiluted & smaller  of China's military establlshment. 'Withis
propertion of the total than In 1038, Imiports China, the armed farces bave hald a posliion
of mlllary supplim I 1052 comstiiuled o of unigue privilege and power |n the siale
lmnhm Ereatar proportion af the total than in sines Mao atmurmisd leader-
et o L o A o oy T oty e
portlon in 1953 as In 1038, These changes o7 foveea adds greatly b the et
In directlon and eemposition havs coms about b0 coenie the peogls, The Chinese military
anl:thw.nmﬂﬂhlnl‘anﬂrpﬂﬂﬂulﬁ- esiablishment la at present the Jargest of any
1 with the Bovdet Bloc, in part be- Anlan nation, with over 2% million meen is
couss of Weatern trade restriclions, end in the flald foress snd an actusl adrceafl
part becsizsm of the requirements of Chins's  Srenglh of moce then 1,500, (See Table IT.)
programs of econombc and milftary develop- Thess forces, supperted by the TEBSH and
magik. greally lmproved by the Eorean War, have
2 glven the Communists an overwhelming mili-
Chinesa Communist Armed Forces lary advaniage over the countries of Bam-
28. The internal control and the {nternation. Communlsl Asla and have protoundly affect-
&l power peallien eojoyed by the Communist  ed the over-all balapce of power in Asis
TABLE 1T
CHIFEEE COMMUNIIT MILITARY STREMOTH
Army Alr Popos Baval Adr Havy
Telsl Strength 2300200 Tols) Purenglh M0 ToladSbrength 1,500 Tolsl Mosngth 80000
Fleid Foree 5200500 Tolsl Afrerafl Btrength Tetal Plane Bienglh Maval Vesselh'
TOKE Actoul TO B E Astou
i80 Infanicy Div. 1.0 — 1,800 18 — 1 Light i
5 Armened D, Wy TH el Figh, #0 — 40 Puten 17 Prigate /Cunboa
% Parnelule Biv, 480 — 170 Plston Fgta w—-ﬂmmﬁ?ﬁn 3 Cid Cunboats n
§ Cawuiry Div, 0 — 180 Oround AdS. 40— 30 Fisten gl Brabh. 4 Msiar
B0 Astillery Div, 300 — 180 Jei Lyl @b, #0508 Mabor Torpeds Hoals
# Independinl Beg 30— 230 Plabom Lgb 14 Fiver Gunboak
3% [mdependent Bn. Ny, 4§ for more) Amphibioos
10— Ili‘l:l:lllﬂ. wegpeln of &l kdnds
e 1 11 [#s marel Auxillaries
Fabide Eecurliy Force 1,560,000
14 Becurify Div,
Betwrily Heg

" T Bght cruleer ls belleved 10 be nonoperalisoal  In addition b Ust vessels Unbed the OO by Proes 250

o MO arsied moter [enka and dskriet patral erafl,
CArpens §obmErne

Tt la kngwm fhat sems Chiness personmel have us-

sy ome - Eoviet rubem i rise, phudbly of the “medies-renge™ iype, bs tn Chd-

Lralniag
'ﬂrll-llm mmuw:uuhm|'hhm;mwmnm|m
Mdemriifien! urnills conatifubes omily m ssal] partles of botal esfimabed sirengih. In sddifion to olsers s
b unbdenkifed ﬂ“ﬂﬂﬂmuuﬂmmum*rdmltmlmim

win mealirred throsghest Ching,

ys{

77



NIE 13-54 Communist China’s Power Potential | hrough 1957, 3 June 1954 '
10 (Continued...)

_SEofT 1

20, The Chinese Army, with ita heavy =m-
phasiz on the fool soldler and human or
anlmal transport, would be less deterred by
formidubée torraln and extremes of weather
than would o mechanized afrmy. On Lhe
other hand, deficiencies in loghalics, commmun-
lcations, heary equipment, and combined
mrma technigue would put the Chinss: Army
in & disadvantageous poaition in dealing with
i moden Weatern army under eonditions
whete heavy equipment and modern tesh-
nlguss eould be used,

30. Tha Chinese air capability was mot fully
tested in Kores, Combat activiby was lmited
nimost entlrely o an alr defense role, and ihe
eir force operated &3 one compoment of the
Crmmunlst Air Force, which alss ineluded
Berled and Morean units. The Chinese Rave
B feir capability in alr defense under pood
wisibility conditions, but they have litte capa-
biliky st present for combal operations at

wise, elthough the Chinge bombing capahili-
ty was nol. tested in Eores, they have & yizahls
foron of bombers, both fet and plston,
i few medlom bombers,

41. The Chinsse Kavy has & low owsr-all aper-
effectivenesa by US standards. Mol
It Its equipment seanty bot its missian
interesls are subordicated to thoae of
army abd the alr forces However, the
Chiseae Navy has the capability for cirrying
cut lmidted surface combat operations in the
ooastal waters off the Chine mainland, These
could include raids, coastal sécurity patrols
and escort operations, mine laying &nd mine
fwecping, And amphitdous assault over a
short distance. While the naval afr foros fa
EHIL In ity Foematlve phase, it hes o Holted
capability of supparting surface combal oper-
dtiory by mine laying snd by low alfitede
akincks sgalnit sirfice clements

32, The major wealktiess of the Chisss armed

tes and thelr coneomitant dependence upon
the Boviel Unlon for such items &8 tanks,

£E

8EC

mlreraft, miltary transpart, neval vessels,
POL. electronle equipment, and spare parts,
At the presenl time this weakness wonld be
comie eritdeal in the erent of & general war In
the Far Enst which involved both the SBowlet
Unlan and Chine In such a clrenmmatases,
the abllity of the Soviel Union to eupply
Ching with military goods would be Hmited
by the capacity of the Trons-Siberfan rilway,
in view of the demard on this capecity en-
talled in supplylng Soviel forces in the Far
East, Chinese arsenals at the present time
are capable of producing small arms, lght
&5 hesvy maching guns, morlars, lgntk
arttllery, and smmuniflon for these seapons,
buk not In sufficient quantities W sapply the
prosent nesds of the modernieatlon peogram.

Chinese Communist Fareign Policy

33. The task ol carryiog oot & poltical, sosial,
and ecomornie revelution within China along
Cofmmunisé |ine 13 complicated by China's
International relationahipe, China’s alllance
with, and dependence on the USSR as well
oy Ehelr eammon [deology have '=4 China o
Fubordinate some of it infterests Lo Broader
Eloe Interesls Maloly ny & result o China's
aggresyive posture &nd ackions toward nem-
Communist states, China has lnrgely been
cal off from mon-Communist econcmie rela-
tons and dipiomatls support.

4. The Pelping regime has embaried upon
b program to make China the domlnant pow-
€ In n Communist Asin. An intrinaic pars
of Lhls program I3 & stréengibening of China's
military establishment. Perily in purswil of
its long-range objective and partly in respones
o Boviel polizy, Pelping bas assumed & legd-
ing rode In furthering International Commu-
nist polley In Asla

35, China's domestic intersst, Internstional
refationships, and long-term aspirations have
resulted In & forelgn policy along these broad
Unes: (8} mainbenance of ike alliancs with
the USSR, (b) aid to indigenous Communist
parties and groups in non-Communist Aslan
caumtries; (0} contnued application of politl-
cal warfare pressurg against non-Communis
Asin; and (d) diplomalic and propagands

78
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efforts designed to enbance China's prestige
und warld stabus Swech s policy appenrs ko
be designed {o further China's domestic and
Internationnl ochjectives without provoking
opan confist with the Weal. It also sppeoars
o be based on Uhe belief that Lime will wark
ko the Communist pdvantage in mchizving
China's International aspirations.

ill. PROBABLE TREMDS IM CHiMA
THROUGH 1957

Long-Ronge Objectives ond Plans

varlous high oficials. The current emphisis
on the nesd far perty unity and colleciive
leadership, whilt dipected immediately at in-
dividusl disshdents, appear ultimately direct-
ed lo improvement of colléciive planning and
management. 16 ales seeks to minlmise per-
eonal differnnices among party leaders in the
evenit of Muo's death. Disagreement cover
Boviet ald and the pace of soclalization may
constitute an obetacle 1o the soccess of the
ROONDMLE PrOgTLm.

38, It 1z possible that China will bs fassd
with a “succession® probism betwesn now and

BE

1967, Mo, now 60 years old, is reported lo
b= in poar healife I ha were ta retlre or die
during thiz perind, & eollsgial seecesstan, at
least initlally, would be more probable, If
& Engles lesder were chosen either Liu Shao-
ch'l or Chou Eo-lni would appesr lo be the
most Lkely successor, In any event, Mso's
disappearance from the seens would probably
have a0 adverse cffect upon China's

group, and would almost cectainly have an
kdverse effect upon Chine's rejative prestige
within the Bino-Sovist Wi be-
lieve, howewer, that the problema arsing out
of posible need to chooss & suceessor to Moo
will not sericasly impalr the dictalorship or
lhqulma’:.ﬂ:ﬂlh,mdh'm-nd conbtral

- The reglme
shertages of qualified technlcal, managerial,
and sdminisirative personnel. Such short-
ages affect all sectors of the reglme’s efforts to
ncdminister, controd, and divelop Chine.  The
capacity of Chinese middic schools and insti-
tutions of higher education will be adequate
to graduate anly & fraction of ihe spprosd-
mately 808,000 techniclans, teachers, medical
personnel, and tralned workers in governroent
and commerce which the reglme has an-
nounsed b will requice by 1887 to carry out

Inexperience and by the high degree of {iliter-
Rey (B0 percent). China will therefore prob-
nbly attempt during the perisd af this esti-
mats Lo deal with shortapes of tralned per-
sannel by lowering educational standards, by
sending preater numbera of Chinese students
to the USSR for truining, and by uwiiislng
Soviet ndvisers mnd fechniciens. By such
measures, China wiil probably be abie to avoid
any serlous breakdewn of ks political and
ECONOMUS programs,  Nevertheless, the ahort-
age of trained peraonnel will eontinue ko be
an imperiant refarding factor in the regime's
over-all progness.
ﬁ- Thti!ghnrl:s munlu&hum dieunlty
malntaining it present degres of suppart
while pushing forward with jts FIOZEAIS.
Palitleal and econotide pretéures will tend to

T
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antigonize the and ceriain other
grougs, and all classes will nererslngly resant
the use of foree.  Cowernment appesls to na-
tionallam As well as efforls o pessuade the
pecpie af the iecesaity for Soviet sdvice and
guldance may backfire by lostering resent-
meant af Bovlel iInfluepee In Chine, and thereby
increase dissatisfaction with the reghme, The
regime’s attacks an traditlenal Chinese values
will cwnblnue b0 encounter Increassd reslst-
ance, pariiculerly o rurd areas.  In oy case,
the regime will be unabbs to offer signifiesnt
incentives 1o mitigats these adverse resciions
becauss of the pressurs on avaliable resourees
entalled in fulflliment of e milltary aod -
vesiment programs,

41, However, In some segreents of the popu-
lation cerinin other factors will ba working in
the regime’s favor. By 18567, = substantial
portlon of China's populsthon wiil have ma-
tured under Communbst Indoctdnation.  Ma-
tional pride may be stimolated by propaganda
extclling real and Imaginary achiowvements af
a “new Chinn™ A sense of perficipation in
China’s national life will be Inoreassd by the
acilvilles of elective local, reglonal, end na-
tional bodles, aven thouph thess bodles wifl in
fact have no real suthority.

42, In sum, we belleve that durlag the pericd
of this estimates the reglims will pot have great-
ly changed the provalling soctal sustoms and
practizes, mor will it have gone far in redoeing
Hjlteracy. We believe thal while the regime
will continue to receive the suppart of some
and face the hostiity of other portlons of the
population, the bulk of the peogle will con-
tinue Lo accept Commuanist lesderahlp passive.
ly. In any evenk, becouse the cfficiency of
gevernmental eoniral apparatus will probebly
improve, the degree of control exercised by
the reglrme over the pecple will probably bn-
crepse.  Finally, we belleve that the l=adsr-
ship will continug to resolve any perzonal dif-
ferences which might sgnifieanty Enpalc i
sty to direct and conboal Chins.

Econamic Problems and Pregrams

43, Although the Chinese plans for economic
developient are not knows bn detafl, the
regimme i May 1963 announced & substanbial
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reduction of 1is goals in e frsl yeur of Lhe
fve-year program.  Thie Peagram fow appears
o be to increase the gross national product
ir 1857 to 20-25 percent ahove the 1952 level
Emphasis I placed upon increasing the outpat
of the modern Industrial ssclor, particularny
beavy Industry and transport. Plans for fn-
dustrial development appeas bo be directed in
partlealar toward contineed rehablilation
and expansion of the Manchuriun plant, with
m expansion of industry In tha rest of
L

44 The cenbral sconomde problem eonfronting
the reglme I cartying out ifa plans is fo
gccumulate capital resources and to allocats
sugh pesources in & waY moab emducive to s
rapid and efficient mplementatian of k5 pro-
Erama ‘The mobjor domestic determinant in
the succesa of the programs will be the extent
io which Lhe regime 3 ahle L inerease ngri-
culbaml culput to feed the growlng popila-
tion, to provide raw materinls for Industey,
and to provide exports o pay for essentlal
capitel goods Imparts. AL the sma ime, In
regkriollng consumplion the regime muast
&vold destroying produclion incentives, The
reglme must wlso avold digrupting production
by pressing too eggressively with its politica),
socisl, amd economic reforms, The taalk af
elipention will require the development of an
effectlve adminlstrative apparatus, desplie the
ohetacles faced in the lick af tralned person-
nel, poor commuonications, the low Bevel of
Hierncy, and the awkwardneas of the writisn
langusge. Allocation declafons must be mads
between the compeling clalms on the e
Sources mnd energles of the regime for Ehe
economde, military, polltical, and social pro-
Erams.

45. Aside from domestle comsiderntlons, the
mipst mportant facstor determining the rate af
industrial development tn China will be the
valume of goods and services made available
Lo Chins by the USSR While China's sbility
Lo pxport commodities ln demand by the Bovlei
Union nod the Buropesn Satsllites is an sxsen-
bial elemment, of squal slgnificance i3 the avall-
mbAity b the Blas of degired poods and servines
&and the polley of the UEER with respest to

bullding & srong Chinn

jjj‘.-'f*r
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4§, China's sgrieniloral system, [nwolving
about thres-quariers of the fotal population,
has basle weakneses. There is a low mtlo of
culilvated land to the pepulation. Tha farm-
ers leck knowledge of new technljuse; they
tnck caplind with which to purchase fertilleess,
inzecticldes, and equipment; individusl hold-
Ings are genecally loo amall to permit tha
Introduction of mechanization even if capital
wore nvailable Thes fnctora reauli in inef-
clent use of manpower and low ouwbput pes
I0an.

47, Teking lnto secount the many problems
invalved, we believe sgricultural produstion
will have |ncreased by aboul 10 percent be-
bwesn 1652 and 1987, These goins in output
are expesied to remell from expanions of aore-
age under cultlvation, extenson and repair of
Irrigation facilitles, Incressed ues of chemical
fertilimers, pnd the sddibonsl Inesntive to in-
tenslve and diveralfied produoction Indussd by
the expansion of urban apd export marksts
However, weather and other unpredictabls fac-
tors may prevent the Comeufilsls from
achieving such an increnss.  The reglme may
alés encounter diMeallis in it efforts o re-
organise agricultural productien and to en-
fosee crop oollection, The smphasis will be
placed on eooperative Aciion rather than en
the lorpatlon of state farms However, im-
plementitlon af the regime's plan to organies
sommng 20 percent of the farmers inlo produsers’
cooperitives by 1957, may have disruptive ef-
fects pn dgrisulboml produsten,

43. Tn order o provide eapiisl from insreased
productlen o support indusirial expansbon
and ioereascd Imporis af capital goods, the
Communisis muat mainisln control ever the
rale of consumption.  Pressures for Ineremsed
consumpticn wil come from the farmers, in-
creased numbers of Indusiria)l workers, and
the over-all rise in tolal popalation. The pop-
ulatkon merense, In part & remit of improved
puablic health meagures and In part & result
of more stable conditiens, =40 tend to be con-
cenirated, by migratlen, in the large urban
arcis where per caplia coasumphion s abouk
twice thot of the moal areas, Because of this,
8 papulalion growth projected ab less than
one percent per year, would Ineresse Lotsl

corsumplion by fAve to eight percent between
1852 and 1887 even in the absence of any
changs In urhan and roral ving standards
Alkhough the regime wiil be faced with many
difficultics in consumptlon, partle-
alarly in ruml areas, we belleve that its con-
irol mechantym is adequets to restrict con-
sumpthon §o roagghly half of the expected 20-
2% percanl Increase in tatal culpoet by IRST
The remaining propartion could provide samt
glent investment resoorees to permit achisve
ment of the regime’s estimated industrial and

military programs.

489, Anciher cruete]l problem ln fulfilling the
industrinl program will ba the supply of capi-
tal goodd Domestlc caplial goods output is
Emall, of pocr quallty, and of lhmited varisty,
and the Chinese Communists mast depersd an
forelgn trade — particularly with the Soviet
Hloe — for the bulk of thelr supply of capital
goods,  Although the UBSE provided U8 300
milien fn eredits to China in the 1650-1854
nid agresment, the Soviel Union probebly will
ook grant subatantial further eredils o Ching
for capital goods and therefors wa beliave that
China's imports with tha possible exception of
same milliary (tems ars Hbsly to be appromd-
makely Umited o the amoont whish can be
financed through evparts Marsover, gines
Import programs from Bloe eountries are de-
termingd in annual borter contracts and since
transport belwesn China and thess conntrisa
£s difficult, deliveries of capital goods are 1eely
L be unctrialn, with resubling adverse sfects
on the development program.,

50. In view af the current defickoncles in radl
transport mnd Lthe large ve increass
in traffle requirements, the Communists will
have to moke strenwous eforts to Insure that
Lhe rate af fnerense in trunaport capasity, par.
Heularly railrosds, keeps bresst of the de-
mands generated by the lncresse fn produg-
ton. The most urpent nesd will cantinue o
b= raliing steek,  Locomotive and frelght cars
eannat be produced domestieally In adeguate
quantitiea and theréfore will have to be lm-
ported. Thus o eruclal aren of Investment
reqaired fer the fulfiliment of the Chinee
ecsonomle pregeam will be the expansion of
raflroad capacity. The regime hea recognised

}c,u(
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the Imporiance of this probiem and we bellsva
that 1§ will continue to glve It high priority.

BL The Chinese will divert subsiantial re-
sorees bo bullding up & modern mililary forpe.
Orver and above the funds miocaied o an-
nounsed national budgets for military axpend-
ftures (ess Chart IT), eubstantis] funds for

Dudget, We belleve that at present something
ovmr US 33 billon, abaub ons-thisd of the
national budget, 1s being expended an military
llems and fhat this level will not change suh-
stantially during the period af this estimate.
Moreover, gnce China's armaments Industry

doos mof produce heavy equipment such as

53. The Chiness Communists may seek o #x-
pand irade with non-Communplsl countries
Relaxstion of non-Oormmunist trade controls
coitld eontrituats to the fulfillment of the re
gkme's programs and reduce China's cconomls
dependence on the rest of the Soviet Bloe,
Thess affects would materialize, however, anly
to the extent that non-Comeranist couniries
were willing and able fo extend credits ard
supply gocds not availalie bs China from Bloe
BOWRCES, 6F ofi lEfma more advantagesss to
iChina than those entalled In trade with the
Bipe,
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. In sumerary, alihough the Chinese will
foce many serious diMsultles in achisving
their economic geals, we bolleve that by 1857
the regime can expand total cutpot by 20-25
pereant ever 1853,

Probable Developments in the Chinesa
Communist Militory Estoblishment

§5 Tha regime apparently Intends to
gtrengthen the military establishment prl-
miarily through moderntzation rather than
through & slgnificant inerease in manpower,
Soviet asaistance will continwe Lo be pmemtisl
to the folfillment of this program.

50. The capabllity of the army will alssost cer-
tainly improve, ‘The number of infantry divl-
mﬂﬂhpmhﬂjhnﬂmtummﬂim-
power to gtrengihen the cemalning infan
mudtulrml:heuumhﬂﬂmhz
fee mnd units. Tralning will be in-
tenslfied and selection and utilisation of per-
sonnel will iImprove,

57, Tha alr foree is expected to be expandsd
and o be fntz & more balamoed
foree.  Iks personne] strenglh will peobably be
expanded to about 80,000 and its suthorized

sirength Inereassd to approdimstely
2,600, Including 1400 jet Aghters and 480 jet
light bombers. The extent to which aireralt
are provided to Al oul the suthorizsd strengih
capends on Soviet mupply, The over-all com-
bt resdinese of the Chiness Alr Paree ls ex-
pected to Improve appreciably during the
pericd as & result of increases in ircraft and
pereoanel strengih, Improvement in training,
o e i

34, Nawml develogrment will probably be rets-
Uwely minor, although B may include the
acquisition of & number of coastal or medium-
range submmarines from e USSR 1L i Hie-
wise expected that the Chiness Maval Alr
Fores will be developed to mn asthorised
strength of 340 afrcraft, including 100 jot
fightess and 80 jet light bomnbers. New Leche
rigues lo tralndng are expected to be infre-
:;;ﬂﬂmﬂﬂ enhance the copablility of

attack snipplng of ail & alang
ihe Chins cosst, e
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Y. CHINA'S POSITMON IN 1957 derdeveloped.  Morecver, while the regime

50, We bellewe that by 1857 the Chimess re- mm.mmumﬂﬁﬁ

gime will have further tghtemnsd its sontoal ereassd difficuliies in maintainlng
over [ia people. We also belleve that umless growia - R

some magor eriels or obher nopredictable svent

pecurs, the reglme will by 1657 have attalned 61, W believe China's dapendence on the
B gross natlonal product of roughly U8 533 USSR will not be significantly lessened during
bllles, an nereass of 2038 percent over the  Lthe period af this ssiimate, and that main-
1963 Bgure. The sgricoltural pontribubion e tenance of the alliance with the USSR will
ONF in 1057 will probably be about 10 perpent  Conilnue io be & dominant aspect of China's
wbove the 1653 level, Thet part of the GNP forelgn policy. The Communist Chinsse Te-
accounted for by the modern industrisl secter  Eime will conbinue o consolidats 18 political
of the economy in 1857 will probebly be Psitlon, to gain in economic snd military
roughly U8 B8 billlon, a 70-100 percent in- *trength, and by 1057 will be & more powerfisl

80. Despile the progress made by 1957, the
Communists will have only begun the task o the Infeence of

of tramaforming China. The country will Anin, and to the Asian
i while remaln sgrarian, lifiterste, and un-  of Indss and J sl b
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